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a determined drive to expand investments, it is soon faced with a
serious balance-of-payments crisis. The pace falters, the drive
slackens and the will evaporates in a frustrating stagnation. The
reality of the trade relationship between the industrial and the
pre-industrial countries and the present international division of
labour which it reflects, thus act as a built-in depressor leading to
a continuous widening rather than a narrowing of the gap. Ad-
mittedly, the analysis of the trade flows here is a very simplified, and
an incomplete version of the causal mechanism which lies at the
root of the widening gap; problems such as domestic mobilization
of resources and capital exports from the industrial countries are
kept out of consideration. Even in its bare essentials, however, it
would seem to have more to commend itself as a much closer
approximation to reality than the postulates of the more sophisticat-
ed theory of international trade.22 In the quest for unravelling the
complex, the simple and obvious is too often forgotten.
The basic argument of the preceding paragraphs may be under-
stood more clearly from Table 5,   where illustrative projections
for various sectors of the Indian economy are shown. By assuming
certain capital/output ratios, the Planning Commission estimated
that in order to increase real income by 150 per cent by 1975-76, *
the volume of investment will have to be raised by 500 per cent.
According to the indications in Section II of this study, however,
the volume of exports, and hence of import capacity, may not be
expected to rise by more than 33-50 per cent; that is, the expansion
in the import capacity will be lower than in the real income and
much lower than in the investments. Imports, assumed to equal
export proceeds, can thus rise by no more than a third to a half.23
Expressed in other words, the changes in export proceeds (and
import capacity) and investments as a proportion of national
22 Folke Hilgerdt, well known for his contributions to the present ideas about
the "network of international trade,1' noted this in a recent paper. "The fact,"
he wrote, "that many underdeveloped countries do not derive the advantages
from modern transportation and commerce that theory seems to demand is
one of the most pertinent facts in the present international situation and cannot
be easily dismissed.*' Paper at the World Population Conference, Rome, 1954.
Cited by Gunnar Myrdal in Economic Theory and Underdeveloped Regions
(Bombay, 1958), p. 159.
83 In the 'sixties the burden of repayment of loans and interest alone may
be expected to be as high as fifth of the export proceeds. Imports will in fact
have to be correspondingly lower.

